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CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve a Time Extension for the
Initial Term of the Regulatory Agreement?!

Lockheed Martin Corporation
Application No. 20-SM015

Tuesday, January 17, 2023

Prepared By: Stefani Wilde, Program Analyst

SUMMARY

Applicant — Lockheed Martin Corporation
Location — Palmdale, Los Angeles County
Industry — Aerospace Manufacturing

Project — Upgrade and Expansion of Existing Aerospace Manufacturing Facility (Advanced
Manufacturing)

Total Amount Qualified Property Approved- $119,617,224
Estimated Sales and Use Tax Exclusion Amount at Approval? — $10,000,000
Amount of Time Requested -
e Requesting a three-year extension, until March 17, 2026, for the Initial Term of the
Regulatory Agreement (a total of six years from the date of initial CAEATFA Board
approval of March 17, 2020)

Staff Recommendation — Approval

L All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s
statutes and regulations.

2 This amount is calculated based on the average statewide sales tax rate at the time of initial approval, which was
8.36%.
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REQUEST

On March 17, 2020, the CAEATFA Board approved a Sales and Use Tax Exclusion (“STE”)
award for Lockheed Martin Corporation (the “Applicant”) for the purchase of up to
$119,617,224 in Qualified Property to upgrade and expand its existing aerospace manufacturing
facility located in Palmdale (the “Project”). The Regulatory Agreement (“Agreement”) initial
term provided the Applicant with three years from the date of CAEATFA Board approval to
utilize its STE award.?

As of November 2022, the Applicant has used the STE award to purchase approximately $56.8
million of Qualified Property (47% of the total Qualified Property approved). The Applicant is
requesting to extend the Agreement initial term by three years to accommodate delays in the
supply chain, program requirements and a decrease in staffing resources as a result of the
COVID-19 pandemic.

The Applicant states it has experienced significant pandemic related delays that have impacted
its timeline and ability to complete the Project in the initially anticipated timeframe. The
Applicant also states it has been making investments for the Project, however the investments
have been primarily related to real property initiatives for which the STE cannot be applied.
According to the Applicant, a three-year extension will sufficiently provide enough time to make
Project investments and enable any lingering pandemic related effects to dissipate.

The CAEATFA Board can extend the initial term of the Agreement upon a finding that an
extension is in the public interest and advances the purposes of the STE Program.*

THE APPLICANT

Lockheed Martin Corporation is a Maryland corporation that formed in 1994. The Applicant is
an aerospace manufacturing company with headquarters in Bethesda, Maryland and publicly
traded under the ticker symbol LMT on the NYSE.

On September 16, 2014, the CAEATFA Board granted the Applicant an STE award for the

purchase of up to $345,296,354 in Qualified Property for an estimated STE value of $29,073,953
to expand its aerospace manufacturing facility in anticipation of a contract for the U.S. Air Force
request for proposal for an Advanced Strategic Aircraft Program (ASAP). The Applicant did not
win the contract for ASAP, and therefore did not purchase any Qualified Property for the project.

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)
4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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The corporate officers of the Applicant are:
James D. Taiclet, President
Jesus “Jay” Malave, CFO
Timothy S. Cahill, EVP
Stephanie C. Hill, EVP

Robert M. Lightfoot, EVP
Gregory M. Ulmer, EVP

Dean P. Acosta SVP

Greg A. Karol, SVP

Maryanne R. Lavan, SVP

Leo S. MacKay, Jr., SVP
Rodney A. Makoske, SVP
Christian P. Marrone, SVP
Michael E. Williamson, SVP
Frank A. St. John, COO

Evan T. Scott, Treasurer
Edward H. Paul, 111, Controller

THE PROJECT

The Applicant received an STE to upgrade and expand its existing aerospace manufacturing
facility located in Palmdale. The Applicant states that new Department of Defense (“DoD”)
projects are emerging in the areas of Next Generation Air Dominance, Next Generation
Unmanned Aircraft Systems and Hypersonic Systems requiring additional investment on the part
of the Applicant in order to service these emerging needs. According to the Applicant, it was
awarded contracts in 2018 and 2019 by the DoD. Specific details are subject to U.S. Government
security restrictions and cannot be disclosed in this Application.

The Project will focus on two areas: (1) expanding its advanced material systems to move from
laboratory and small-scale production to full-scale production, and (2) upgrading and expanding
its manufacturing facilities and equipment. The Applicant states that the advanced manufacturing
processes and equipment resulting from its planned capital investments will be state-of-the-art,
represent the most efficient manufacturing approach currently available. The Applicant explains
the Project will utilize advanced material systems related to applications in composite structures,
hypersonic platforms, as well as vehicle signature management using modern production
equipment to increase efficiency. The Project will also include the use of automation through
robotics, automated guided vehicles, and digital metrology systems. To improve accuracy and
speed of production, the Applicant states it uses visualization technologies, including projection
systems and augmented reality, as well as simulation technologies. In addition, the modular
nature of the proposed production environment will significantly reduce the building footprint
that would otherwise be required.
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AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from
March 17, 2023 to March 17, 2026, in order to accommodate pandemic related delays in the
supply chain, program requirements, and a decrease in staffing resources.

STAFF EVALUATION

According to the Applicant, the COVID-19 pandemic created several Project issues, including
significant supply chain delays, resulting in equipment order shortages, as well as longer lead
times and increases in equipment procurement costs.

In addition, the Applicant states it experienced architectural requirement and milestone delays,
which impacted its execution of capital projects and ability to execute purchase orders; all of
which affected the overall timeline. The Applicant also explains staffing shortages impacted its
ability to move the Project forward and properly plan for the overall timeline. Despite impacts
from the pandemic, the Applicant explains it will be able to continue to move the Project forward
and states its current pace allows for Project completion by the first quarter of 2026.

Based on this information, Staff believes extending the initial term of the Agreement will allow
for the Project to be completed, and is, therefore, in the public interest and advances the purposes
of the STE Program.

LEGAL QUESTIONNAIRE

Staff has reviewed the Applicant’s responses to the questions contained in the Legal Status
portion of the Application. The Executive Director, in consultation with legal counsel, has
determined that the legal issues disclosed do not affect the financial viability or legal integrity of
the Applicant.

CAEATFA FEES

In accordance with STE Program regulations,® the Applicant has paid an additional fee of $2,000
because extending the initial term qualifies as a modification to the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the initial term of the
Agreement by three years to March 17, 2026, as it is in the public interest and advances the
purposes of the STE Program.

> California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)



Agenda Item — 4.B.8
Resolution No. 20-SM015-01

ATTACHMENTS

Attachment A: Lockheed Martin Corporation’s letter requesting waiver (November 18, 2022)
Attachment B: Lockheed Martin Corporation’s staff summary at the time of approval
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RESOLUTION APPROVING A TIME EXTENSION FOR
LOCKHEED MARTIN CORPORATION’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

January 17, 2023

WHEREAS, on March 17, 2020, the California Alternative Energy and Advanced
Transportation Financing Authority (the “Authority”), a public instrumentality of the State of
California, approved a Sales Tax Exclusion (“STE”) in the amount of $119,617,224 of Qualified
Property for Lockheed Martin Corporation (the “Applicant”); and

WHEREAS, within three (3) years of approval by the Authority, the Applicant must
make all Qualified Property purchases (STE Program regulations Section 10035(b)(1)); and

WHEREAS, upon a finding that it is in the public interest and advances the purposes of
the Program, the Authority may waive the requirement that all purchases of Qualified Property
be made within three (3) years of Application approval (STE Program regulations Section
10035(b)(1)(B)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property within three (3) years, due to unexpected delays in the Project timeline,
extending the term by three (3) years to March 17, 2026; and

WHEREAS, granting the waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and the purposes
of the Program.

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Authority finds that it is in the public interest and advances the purposes
of the Program to extend the Applicant’s initial term of the Regulatory Agreement to
March 17, 2026.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Lockheed Martin Corporation’s Letter Requesting Waiver
(November 18, 2022)
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Attachment B: Lockheed Martin Corporation’s Staff Summary at the Time of
Approval
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